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CONEADENTIAL

Office of Renorts and Estimates
HWorthern [Branch

BRITISH DIVISION

UITToD XTICDON

1. Dritish attitudes at Strasbourg

After four weoks of the first session of the Consul-
tative Assembly of the Council of Zurome at Strasbourg, the
followinge facts emcrge from the deliberations: a) the
British revwrcsentatives are nrominent in the Assembly; b)
the British Socialists shov continuing but dininishing
ceution in their an roach toward Huronean unity; and c) the
Conservative-Socialist rift. among the British renresentatives
shows signs of narrowing. The caliber of the lcading British
renresentatives and the immortance vhich the continental
nations attach to British cocmeration with Zurone have made
tl.e UK narlianentarians smong the most talked nbout at Stras-

bourg.

There have been many indications that the Labor Govern-
ment is trying to Llive Cowm its reputation for wishing to
"dpap its fect" in the Council of Eurovwe, although the British
Socialists have, on the whole, maintained a cautious, functional
anwroach toword the oroblem of Euronean cooperation, and have
on occasion been jealous of national mreropatives. For ex-
amnle, they turned Govm a nronosal by the French Socialists
for the formation of a Socialist bloc. The British Con-
servatives, vhile in essential agreerent with the functional
annroach of the Socialists, are nevertheless endeavoring to
convey the imnression that they would anproach the nroblem of
Euronesn cooperation in a less rigid and suspiclous manner.
Some of the Conservative enthusiasm for Duronean solidarity
would undoubtedly vanish if the charmions of Immire were in
nower at home. Nevertheless, Churchill's sincere belief that
Zuronean cooneration is necessary for Zurome's survival, his
nersonal nleasure at being the star attraction, and the cosmo-
nolitanism that comes more easily to many Conservatives would
continue to guarantee Conservative nromotion of the Strasbourg
exneriment.

Tlevertheless, division slong marty lines is not rigid.
British Socialists and Conservstives have repeatedly voted to-



Approved P®F ReIJ;Q %H%H:Tdﬁhopm-m0M000100070010-3 -
0o,

",

cether and Laborite Ronald l'ackay is the nost outspoken
British advocate of a snecdy Euronean federation. llore-
over, the initial Conservative-Socialist hostility among
the British renresentatives, which extended from nolicy
mat'ers to nersonal quarrecls, seems to be subsiding as the
issues facinp the delepates become more concrete, and tra-
ditional British narlianmentary seriousness renlaces nersonal
aninosity. However, comnletc ervstallization of British
attitudes tovmrd the Council of Zurone 1will not take »lace
intil the Council of I"inisters 1ill have had an opnortunity
to act on the recorendations ol the Assembly.

2. The Trend of Lxnorts

thile the overall trend of British exworts declined
again in July to 1437 of 1923 volume, the value of the shin~-
ments to the US and Canada showed a small increase over the
June firvres. Althoush it is not possible to say on the
basis of this one month's f'irures, vwhich may reflect a
seasonal factor, that the dormward trend in exports to dol-
lar arecas has been reversed, any small advance is, for the
Dritish, a welcome raversal over mast mo:iths.

3. British Foreipn Office aisturbed over Iraq

Two nroblems about Iraq are o7 current concern to
the UK Toreirn Office: resistance to the reopening of the
Kirkuk-Ilaifa oil nipeline and o financial situstion grave
enough to 1-neril the stability of the country. Tot only
is there a large governmental defici%t, but the state rail-
roads are in dancer of going bankrunt, and there are in-
sufficient funds to meet already authorized exnenditurss for
commleting new railroad »rojects and other immortant schemes.
UK officials believe that the Iraql financial nosition will
renain unsound until fundanental reforms such as a sub-
stantial increase in taxation are insupurated. Although re-
onening the nireline would inerease the oil royalties coning
in to the Iraqi Treasury, it has been cstimated that even
with increased rroduction oil royaltics could nrovide only
a small nart of t:e needed revenue. In fact, uith the recent
onening of a 106-inch line to Tripoli in Lebanon, the Iraqi
are now roceiving nmore royvalties than vhen oil was being
mumped only through the two 12-inch lines to Trinoli and
Hfaifa,

To offer some htemmorary alleviation the UK Foreign
Office encouraged a recent visit of Prime linister ITuri Said
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to London vhere the question of loans was discussed with
Bpitish bankers. On his return to Baghdad Iluri announced
that Iraq had received a loan of 3 million dinars (1 dinar
eouals 1 vound sterling) from London banks, onc of 4% mil-
1ion dinars from the International Bank, and an interest-
froe advance of 33 million éinars by the Iraq Petroleum
Commany. Ifurits statement has been challenped as inaccurate
on several counts, varticularly on the IPC acvance vhich
other sources describe as still uncertain and erounting to
only 3 million dinars. The most »robable explenation for
luri's obviously nremature amnouncement is that he felt it
necessary to prevent his Government from talling or at least
wanted to strengthen his own hand nolitically for a possible
shuffle of cabinet posts.

The reonening ol the [laifa refinery ond the pipeline
to Kirkuk is a British objective even apart from the sit-
uwation in Iraq, for it would be of direct economic advantage
to the UK and would probably help to reduce tension in the
viddle Last generally. TFor a while the Dritish felt almost
surc of Iraqi cooperation in their carefully lald nlans to
this end, despite the depth of Iraql public sentiment apainst
reopening the line. IHowever, since ils return to Baghdad,
Furi has stated that he will agree to reopen the nipeline
only after the rofinery has cormenced operations and then
only on the conditicn that no Iraq ecrude is used in the
refinery.

4. UK taking gradual ammroach to obtain Thal aid sgainst
Uommunism

The pradual tyme of ap-roach currently being taken by
the UK to contain Communism in South Inst Asia is sup ested
by two recent develowments in UK-Thail relations, DTrevious
plans for a full dress British Iiiitary iission to Theiland
have now been virtually avandoncd on the strong recomend-
ations of the UL and US ambassadors there and the advice of
the Comaander-in-Chief of the British Far Zastern Land Torces,
viho recontly held an exploratory interview with Prime Yinister
Phibul in Dangkok. Instead, the Thai armed forces are by
these nev proposals to be aided informally through joint com-
rittees {including both UK and US military attacnes% vhich
1111 examine Thai recuirerents in the light of the nilitary
equipnent available from US or UK sources.
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lMeanwhile, Dritish and "hal military authorities
zre moving into closer collaboration on an ad hoc basis
in the problem »resented by the Cormwnist guerillas in
northern British l'alaya. In s»nite of several earlier ef-
torts to solve this wmroblem, Thailand has to some extent
cotinued to be used as a safe haven by lalayan ;uerilla
bands; the new arrangement attempts to tipghten border
controls Ly attaching a small group of British officers
to the Thai Aray comuand for the southern nrovinces and
a group of Thai officers to llalayan military units. Since
Talayan military units already have the right under special
circumstances to pursue retreating puerillas for as much
as Porty miles into Thai territory, it may be presumed that
the educational potentialities of this new arrangement (in-
cluding its usefulness as a prccedent) bulk larger in British
eyes than its imrediate police functions,

The gradualism of this British attempt to secure
Thai cooneration apainst Communism in Asia is to be attri-
buted not to a belief that the Communist danger is remote
but to a judgment that the irmediate political situation
in South Zast Asia does not yet admit the employment of
bold and rapid strokes to deal with it.s# The British have,
indeed, already underlined the imnortance they attach to
the South Fast Asia situation by indicating that it is cne
of the topics they wish to discuss with the US in Washing-
ton this week.,

9« Javanese conmetition in the Far East

The develomment of Jasznese trade at the exnense
of Britain in *ar eastern nmarkets, such as the award to
Jaran of contracts to build railway locormotives for Thai~-
land, is being viewed ith alarm in the UK.

. Thailand's railway cquinnient nrogram, among other
things, called for 65 new locomotives of various ty-es. The
order was originaily to have gone to the UK but, according
to the Zritish ~ress, was lost to Jaran vhich, under strong
oressure Irom the US occunation authorities, quoted a »rice
257 under the British tender with the added inducement that
nayment could be made in rice.

*See [ Veekly lio. 76, 8 August 1049
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T™e British are marticularly sensitive to inter-
ference in their trade with Thailand since the Thais have
tuilt uv a larpe favorable balance of trade with the sterling
apee through the exnort of rice. This imbalance is an im-
nortant source of the chead sterling now denressing the
value of the mound in the rec markets of the world, and the
K is making every effort to reduce 1t by fostering British
axnorts to Thalland.

The British »ress is also quick to point out that
the Jananese locomotive contract is a straight bilateral
varter deal of the tyme so nersistently decried in the US
as being in restraint of international trade.

6. US-UK nolicy differences on China continue

The diverrence in the U5 and UK apnroaches to the
nroblem of nrotecting their resnective interests in Com-
munist China is illustrated again® in the negotiations for
evacuating their nationals from Shan;hai. In making ar-
rangenents to nass a steamship through the Nationalist block=
ade of the Yangtse, the US 1s mutting primary emnhasis on
straiyht evacuation while the UK seems more interested in
providing the corrmnications and sunnlies that would enable
$ts citizens to continue doing business in Shanghai. Sinilarly,
on the British-favored nroncsal for a Shanghai-Tlong Kong
shuttle air service, such sunnort as there has been for the
idea in US official circles has been on the ground that it
would assist in the evacuation of US citizens. At the same
time, the British Toreipn Office has indicated its determi-
nation not to let differences on this narticular auestion
srejudice US-UK agreement on "broader issues" and has wil-

2

lingly fallen in with US nronosals that British consulates
take over as tmeh as nossible the nrotection of American
interests in narts of China vhere US consulates are being
closed. The assign-ent of US amilitary liaison officers to
llong Kong is also belng arranged. But underlying differences
in the two nations' Chinese interests nersist, and Britain’s
China policy can not be exnected to correspond at every noint

with that of the US.

%See TR Weekly los.: 70 and 78, & and 22 August.
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1. Sweden cdesires to exchonge mnilitary obscrvers

A formal Swedish invitation for US officers of the
furopean Comnond to visit Sweden has been closely followed
by & request that the U9 invite Swedish Army and Air ob-
servers to attend the Sentember mancuvers in Cermany.

25X1X —msiders these
Suvedes to discredit the Yorth

moves Lo be attemnts by the

A\tlantic Pact in the eyes of Lorwa and Denmark by showing
them that the benefits of T'AP can bve enjoyed without actual
merbership. That the Swedes will seize on such onnortunities
for nrovwaganda nurposes has been evidenced by their actions
following narticination of vedish of¥icers as observers

in the snring maneuvers in fermany and by re»orts of US

apms aid to Sweden. There is no snbstantiated evidence,
however, to indicate that either the lorvepian o the Danish
attitude toward AT has been seriously afrected.

Other nossible reasons xor the Swedish rioves can not
be entirely discounted. Returning th- courtesy of thie US
invitation to attend the s»ring mansuvers could alone ac-
count for the invitation for UG officers to visit Sweden,
put the timing of the Swedish reruest for observers to attend
the Sentember maneuvers in Geruany indicates an cfiort 2lso
to "eash in" on such an invitation by petting another on-
~ortunity to learm, &t first hand, more about US tactics and
squinment. Soue ol the hizh ranking Swedish military men
-ith their oft-revorted, vnrealistic overestinate of Sweden's
defense camabilities, way also selieve that a disnlay of
her defenses to American observers will impress the US with
Queden's military strength and corth as a strong though
neutral nation and thus imnrove avedents chances of obtalning
smeeisl tynes of arms aid.

ICELAND

5. Teeland Linorts fermen Jarm laborers

e s S T

Nesnite rcluctance o Teelanders to accent foreipners
into their country, difficulty in securing hel» on farns
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caused farmers to nurge thes goverument to send a recruiting
2ission to the British Zone of Germany, 309 Germans, who
have agreed to stay for tuo years and to remain in agri-
cultural vork, have been recruited, of whom 184 have now
arrived in Tcciand.

Agricultural heln beecsame emnle during the ti-e which
elapsed between the initiation of the nroject and arri-al
of the laborers. Ifaximum anrual wages for the Germans will
be less than that »naid to local labor, however, so their
employment seems assured.

“ith the necessity for reducing the standard of
living in Tceland because ifts economy cannot satisfy the
current needs of its pomulation it is dcabtful that the
addition of these Taborers cen have much beneficial effect.
It has already alorded the Comamists added nronagands
nossibilities, and they now accuse the Covern-ent of at-
temting to renlace Tcelanders with chean Toreirn labor.
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